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SUBCHAPTER B—PROCUREMENT PRACTICES AND COST
ACCOUNTING STANDARDS

PART 9903—CONTRACT
COVERAGE

Subpart 9903.1—General

Sec.
9903.101 Cost Accounting Standards.
9903.102 OMB approval under the Paperwork

Reduction Act.

Subpart 9903.2—CAS Program
Requirements

9903.201 Contract requirements.
9903.201–1 CAS applicability.
9903.201–2 Types of CAS coverage.
9903.201–3 Solicitation provisions.
9903.201–4 Contract clauses.
9903.201–5 Waiver.
9903.201–6 Findings.
9903.201–7 Cognizant Federal agency respon-

sibilities.
9903.201–8 Compliant accounting changes

due to external restructuring activities.
9903.202 Disclosure requirements.
9903.202–1 General requirements.
9903.202–2 Impracticality of submission.
9903.202–3 Amendments and revisions.
9903.202–4 Privileged and confidential infor-

mation.
9903.202–5 Filing Disclosure Statements.
9903.202–6 Adequacy of Disclosure State-

ment.
9903.202–7 [Reserved]
9903.202–8 Subcontractor Disclosure State-

ments.
9903.202–9 Illustration of Disclosure State-

ment Form, CASB–DS–1
9903.202–10 Illustration of Disclosure State-

ment Form, CASB DS–2.

Subpart 9903.3—CAS Rules and
Regulations

9903.301 Definitions.
9903.302 Definitions, explanations, and illus-

trations of the terms, ‘‘cost accounting
practice’’ and ‘‘change to a cost account-
ing practice.’’

9903.302–1 Cost accounting practice.
9903.302–2 Change to a cost accounting prac-

tice.
9903.302–3 Illustrations of changes which

meet the definition of ‘‘change to a cost
accounting practice.’’

9903.302–4 Illustrations of changes which do
not meet the definition of ‘‘Change to a
cost accounting practice.’’

9903.303 Effect of filing Disclosure State-
ment.

9903.304 Concurrent full and modified cov-
erage.

9903.305 Materiality.
9903.306 Interpretations.
9903.307 Cost Accounting Standards Pre-

ambles.

AUTHORITY: Pub. L. 100–679, 102 Stat. 4056,
41 U.S.C. 422.

SOURCE: 57 FR 14153, Apr. 17, 1992, unless
otherwise noted.

Subpart 9903.1—General
9903.101 Cost Accounting Standards.

Public Law 100–679 (41 U.S.C. 422) re-
quires certain contractors and sub-
contractors to comply with Cost Ac-
counting Standards (CAS) and to dis-
close in writing and follow consistently
their cost accounting practices.

9903.102 OMB approval under the Pa-
perwork Reduction Act.

The Paperwork Reduction Act of 1980
(Pub. L. 96–511) imposes a requirement
on Federal agencies to obtain approval
from the Office of Management and
Budget (OMB) before collecting infor-
mation from ten or more members of
the public. The information collection
and recordkeeping requirements con-
tained in this regulation have been ap-
proved by OMB. OMB has assigned Con-
trol Numbers 0348–0051 and 0348–0055 to
the paperwork, recordkeeping and
forms associated with this regulation.

[57 FR 14153, Apr. 17, 1992, as amended at 59
FR 55753, Nov. 8, 1994]

Subpart 9903.2—CAS Program
Requirements

9903.201 Contract requirements.

9903.201–1 CAS applicability.
(a) This subsection describes the

rules for determining whether a pro-
posed contract or subcontract is ex-
empt from CAS. (See 9904 or 9905, as ap-
plicable.) Negotiated contracts not ex-
empt in accordance with 9903.201–1(b)
shall be subject to CAS. A CAS-covered
contract may be subject to full, modi-
fied or other types of CAS coverage.
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The rules for determining the applica-
ble type of CAS coverage are in
9903.201–2.

(b) The following categories of con-
tracts and subcontracts are exempt
from all CAS requirements:

(1) Sealed bid contracts.
(2) Negotiated contracts and sub-

contracts not in excess of $500,000. For
purposes of this paragraph (b)(2) an
order issued by one segment to another
segment shall be treated as a sub-
contract.

(3) Contracts and subcontracts with
small businesses.

(4) Contracts and subcontracts with
foreign governments or their agents or
instrumentalities or, insofar as the re-
quirements of CAS other than 9904.401
and 9904.402 are concerned, any con-
tract or subcontract awarded to a for-
eign concern.

(5) Contracts and subcontracts in
which the price is set by law or regula-
tion.

(6) Firm fixed-priced and fixed-price
with economic price adjustment (pro-
vided that price adjustment is not
based on actual costs incurred) con-
tracts and subcontracts for the acquisi-
tion of commercial items.

(7) Contracts or subcontracts of less
than $7.5 million, provided that, at the
time of award, the business unit of the
contractor or subcontractor is not cur-
rently performing any CAS-covered
contracts or subcontracts valued at
$7.5 million or greater.

(8)–(11) [Reserved]
(12) Contracts and subcontracts

awarded to the United Kingdom con-
tractor for performance substantially
in the United Kingdom, provided that
the contractor has filed with the
United Kingdom Ministry of Defence,
for retention by the Ministry, a com-
pleted Disclosure Statement (Form No.
CASB–DS–1) which shall adequately de-
scribe its cost accounting practices.
Whenever that contractor is already
required to follow U.K. Government
Accounting Conventions, the disclosed
practices shall be in accord with the re-
quirements of those conventions. (See
9903.201–4(d).)

(13) Subcontractors under the NATO
PHM Ship program to be performed
outside the United States by a foreign
concern.

(14) Contracts and subcontracts to be
executed and performed entirely out-
side the United States, its territories,
and possessions.

(15) Firm-fixed-price contracts or
subcontracts awarded on the basis of
adequate price competition without
submission of cost or pricing data.

[57 FR 14153, Apr. 17, 1992; 57 FR 34167, Aug.
3, 1992, as amended at 58 FR 58801, Nov. 4,
1993; 59 FR 55753, Nov. 8, 1994; 60 FR 16540,
Mar. 30, 1995; 61 FR 39361, July 29, 1996; 62 FR
31295, June 6, 1997; 65 FR 36769, June 9, 2000]

9903.201–2 Types of CAS coverage.

(a) Full coverage. Full coverage re-
quires that the business unit comply
with all of the CAS specified in part
9904 that are in effect on the date of
the contract award and with any CAS
that become applicable because of later
award of a CAS-covered contract. Full
coverage applies to contractor business
units that—

(1) Receive a single CAS-covered con-
tract award of $50 million or more; or

(2) Received $50 million or more in
net CAS-covered awards during its pre-
ceding cost accounting period.

(b) Modified coverage. (1) Modified
CAS coverage requires only that the
contractor comply with Standard
9904.401, Consistency in Estimating,
Accumulating, and Reporting Costs,
Standard 9904.402, Consistency in Allo-
cating Costs Incurred for the Same
Purpose, Standard 9904.405, Accounting
for Unallowable Costs and Standard
9904.406, Cost Accounting Standard—
Cost Accounting Period. Modified,
rather, than full, CAS coverage may be
applied to a covered contract of less
than $50 million awarded to a business
unit that received less than $50 million
in net CAS-covered awards in the im-
mediately preceding cost accounting
period.

(2) If any one contract is awarded
with modified CAS coverage, all CAS-
covered contracts awarded to that
business unit during that cost account-
ing period must also have modified
coverage with the following exception:
if the business unit receives a single
CAS-covered contract award of $50 mil-
lion or more, that contract must be
subject to full CAS coverage. There-
after, any covered contract awarded in
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the same cost accounting period must
also be subject to full CAS coverage.

(3) A contract awarded with modified
CAS coverage shall remain subject to
such coverage throughout its life re-
gardless of changes in the business
unit’s CAS status during subsequent
cost accounting periods.

(c) Coverage for educational institu-
tions—(1) Regulatory requirements. Parts
9903 and 9905 apply to educational insti-
tutions except as otherwise provided in
this paragraph (c) and at 9903.202–1(f).

(2) Definitions. (i) The following term
is prominent in parts 9903 and 9905.
Other terms defined elsewhere in this
chapter 99 shall have the meanings as-
cribed to them in those definitions un-
less paragraph (c)(2)(ii) of this sub-
section below requires otherwise.

Educational institution means a public
or nonprofit institution of higher edu-
cation, e.g., an accredited college or
university, as defined in section 1201(a)
of Public Law 89–329, November 8, 1965,
Higher Education Act of 1965; (20 U.S.C.
1141(a)).

(ii) The following modifications of
terms defined elsewhere in this chapter
99 are applicable to educational insti-
tutions:

Business unit means any segment of
an educational institution, or an entire
educational institution which is not di-
vided into segments.

Segment means one of two or more di-
visions, campus locations, or other sub-
divisions of an educational institution
that operate as independent organiza-
tional entities under the auspices of
the parent educational institution and
report directly to an intermediary
group office or the governing central
system office of the parent educational
institution. Two schools of instruction
operating under one division, campus
location or other subdivision would not
be separate segments unless they fol-
low different cost accounting practices,
for example, the School of Engineering
should not be treated as a separate seg-
ment from the School of Humanities if
they both are part of the same divi-
sion’s cost accounting system and are
subject to the same cost accounting
practices. The term includes Govern-
ment-owned contractor-operated
(GOCO) facilities, Federally Funded
Research and Developments Centers

(FFRDCs), and joint ventures and sub-
sidiaries (domestic and foreign) in
which the institution has a majority
ownership. The term also includes
those joint ventures and subsidiaries
(domestic and foreign) in which the in-
stitution has less than a majority of
ownership, but over which it exercises
control.

(3) Applicable standards. Coverage for
educational institutions requires that
the business unit comply with all of
the CAS specified in part 9905 that are
in effect on the date of the contract
award and with any CAS that become
applicable because of later award of a
CAS-covered contract. This coverage
applies to business units that receive
negotiated contracts in excess of
$500,000, except for CAS-covered con-
tracts awarded to FFRDCs operated by
an educational institution.

(4) FFRDCs. Negotiated contracts
awarded to an FFRDC operated by an
educational institution are subject to
the full or modified CAS coverage pre-
scribed in paragraphs (a) and (b) of this
subsection. CAS-covered FFRDC con-
tracts shall be excluded from the insti-
tution’s universe of contracts when de-
termining CAS applicability and dis-
closure requirements for contracts
other than those to be performed by
the FFRDC.

(5) Contract clauses. The contract
clause at 9903.201–4(e) shall be incor-
porated in each negotiated contract
and subcontract awarded to an edu-
cational institution when the nego-
tiated contract or subcontract price ex-
ceeds $500,000. For CAS-covered con-
tracts awarded to a FFRDC operated
by an educational institution, however,
the full or modified CAS contract
clause specified at 9903.201–4 (a) or (c),
as applicable, shall be incorporated.

(6) Continuity in fully CAS-covered con-
tracts. Where existing contracts award-
ed to an educational institution incor-
porate full CAS coverage, the con-
tracting officer may continue to apply
full CAS coverage, as prescribed at
9903.201–2(a), in future awards made to
that educational institution.

(d) Subcontracts. Subcontract awards
subject to CAS require the same type
of CAS coverage as would prime con-
tracts awarded to the same business
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unit. In measuring total net CAS-cov-
ered awards for a year, a transfer by
one segment to another shall be
deemed to be a subcontract award by
the transferor.

(e) Foreign concerns. Contracts with
foreign concerns subject to CAS shall
only be subject to Standard 9904.401,
Consistency in Estimating, Accumu-
lating, and Reporting Costs, and Stand-
ard 9904.402, Consistency in Allocating
Costs Incurred for the Same Purpose.

[57 FR 14153, Apr. 17, 1992, as amended at 58
FR 58801, Nov. 4, 1993; 58 FR 65556, Dec. 15,
1993; 59 FR 48569, Sept. 22, 1994; 59 FR 55753,
Nov. 8, 1994; 65 FR 36769, June 9, 2000]

9903.201–3 Solicitation provisions.
(a) Cost Accounting Standards Notices

and Certification. (1) The contracting of-
ficer shall insert the provision set forth
below, Cost Accounting Standards No-
tices and Certification, in solicitations
for proposed contracts subject to CAS
as specified in 9903.201. The provision
allows offerors to—

(i) Certify their Disclosure State-
ment status;

(ii) [Reserved];
(iii) Claim exemption from full CAS

coverage and elect modified CAS cov-
erage when appropriate; and

(iv) Certify whether award of the con-
templated contract would require a
change to existing cost accounting
practices.

(2) If an award to an educational in-
stitution is contemplated prior to July
1, 1997, the contracting officer shall use
the basic provision set forth below with
its Alternate I, unless the contract is
to be performed by an FFRDC (see
9903.201(c)(5)), or the provision at
9903.201(c)(6) applies.

Cost Accounting Standards Notices and
Certification (April 2000)

NOTE: This notice does not apply to small
businesses or foreign governments.

This notice is in three parts, identified by
Roman numerals I through III.

Offerors shall examine each part and pro-
vide the requested information in order to
determine Cost Accounting Standards (CAS)
requirements applicable to any resultant
contract.

If the offeror is an educational institution,
Part II does not apply unless the con-
templated contract will be subject to full or
modified CAS-coverage pursuant to 9903.201–
2(c)(5) or 9903.201–2(c)(6).

I. Disclosure Statement—Cost Accounting
Practices and Certifications

(a) Any contract in excess of $500,000 re-
sulting from this solicitation, except for
those contracts which are exempt as speci-
fied in 9903.201–1.

(b) Any offeror submitting a proposal
which, if accepted, will result in a contract
subject to the requirements of 48 CFR, chap-
ter 99 must, as a condition of contracting,
submit a Disclosure Statement as required
by 9903.202. When required, the Disclosure
Statement must be submitted as a part of
the offeror’s proposal under this solicitation
unless the offeror has already submitted a
Disclosure Statement disclosing the prac-
tices used in connection with the pricing of
this proposal. If an applicable Disclosure
Statement has already been submitted, the
offeror may satisfy the requirement for sub-
mission by providing the information re-
quested in paragraph (c) of Part I of this pro-
vision.

CAUTION: In the absence of specific regula-
tions or agreement, a practice disclosed in a
Disclosure Statement shall not, by virtue of
such disclosure, be deemed to be a proper,
approved, or agreed-to-practice for pricing
proposals or accumulating and reporting
contract performance cost data.

(c) Check the appropriate box below:
b (1) Certificate of Concurrent Submission

of Disclosure Statement.
The offeror hereby certifies that, as a part

of the offer, copies of the Disclosure State-
ment have been submitted as follows: (i)
Original and one copy to the cognizant Ad-
ministrative Contracting Officer (ACO) or
cognizant Federal agency official authorized
to act in that capacity, as applicable, and (ii)
one copy to the cognizant Federal auditor.

(Disclosure must be on Form No. CASB
DS–1 or CASB DS–2, as applicable. Forms
may be obtained from the cognizant ACO or
cognizant Federal agency official acting in
that capacity and/or from the looseleaf
version of the Federal Acquisition Regula-
tion.)
Date of Disclosure Statement: lllllll

Name and Address of Cognizant ACO or Fed-
eral Official where filed: lllllllll

The offeror further certifies that the prac-
tices used in estimating costs in pricing this
proposal are consistent with the cost ac-
counting practices disclosed in the Disclo-
sure Statement.

b (2) Certificate of Previously Submitted
Disclosure Statement. The offeror hereby
certifies that the required Disclosure State-
ment was filed as follows:
Date of Disclosure Statement: lllllll

Name and Address of Cognizant ACO or Fed-
eral Official where filed: lllllllll

The offeror further certifies that the prac-
tices used in estimating costs in pricing this
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proposal are consistent with the cost ac-
counting practices disclosed in the applica-
ble Disclosure Statement.

b (3) Certificate of Monetary Exemption.
The offeror hereby certifies that the offer-

or, together with all divisions, subsidiaries,
and affiliates under common control, did not
receive net awards of negotiated prime con-
tracts and subcontracts subject to CAS to-
taling $50 million or more in the cost ac-
counting period immediately preceding the
period in which this proposal was submitted.

The offeror further certifies that if such
status changes before an award resulting
from this proposal, the offeror will advise
the Contracting Officer immediately.

b (4) Certificate of Interim Exemption.
The offeror hereby certifies that (i) the of-

feror first exceeded the monetary exemption
for disclosure, as defined in (3) above, in the
cost accounting period immediately pre-
ceding the period in which this offer was sub-
mitted and (ii) in accordance with 9903.202–1,
the offeror is not yet required to submit a
Disclosure Statement. The offeror further
certifies that if an award resulting from this
proposal has not been made within 90 days
after the end of that period, the offeror will
immediately submit a revised certificate to
the Contracting Officer, in the form specified
under subparagraph (c)(1) or (c)(2) of Part I
of this provision, as appropriate, to verify
submission of a completed Disclosure State-
ment.

CAUTION: Offerors currently required to
disclose because they were awarded a CAS-
covered prime contract or subcontract of $50
million or more in the current cost account-
ing period may not claim this exemption (4).
Further, the exemption applies only in con-
nection with proposals submitted before ex-
piration of the 90-day period following the
cost accounting period in which the mone-
tary exemption was exceeded.

II. Cost Accounting Standards—Eligibility for
Modified Contact Coverage

If the offeror is eligible to use the modified
provisions of 9903.201–2(b) and elects to do so,
the offeror shall indicate by checking the
box below. Checking the box below shall
mean that the resultant contract is subject
to the Disclosure and Consistency of Cost
Accounting Practices clause in lieu of the
Cost Accounting Standards clause.

b The offeror hereby claims an exemption
from the Cost Accounting Standards clause
under the provisions of 9903.201–2(b) and cer-
tifies that the offeror is eligible for use of
the Disclosure and Consistency of Cost Ac-
counting Practices clause because during the
cost accounting period immediately pre-
ceding the period in which this proposal was
submitted, the offeror received less than $50
million in awards of CAS-covered prime con-
tracts and subcontracts. The offeror further

certifies that if such status changes before
an award resulting from this proposal, the
offeror will advise the Contracting Officer
immediately.

CAUTION: An offeror may not claim the
above eligibility for modified contract cov-
erage if this proposal is expected to result in
the award of a CAS-covered contract of $50
million or more or if, during its current cost
accounting period, the offeror has been
awarded a single CAS-covered prime con-
tract or subcontract of $50 million or more.

III. Additional Cost Accounting Standards
Applicable to Existing Contracts

The offeror shall indicate below whether
award of the contemplated contract would,
in accordance with subparagraph (a)(3) of the
Cost Accounting Standards clause, require a
change in established cost accounting prac-
tices affecting existing contracts and sub-
contracts.

b Yes b No

(End of provision)

ALTERNATE I (OCT 1994)

Insert the following subparagraph (5)
at the end of Part I of the basic clause:

b (5) Certificate of Disclosure Statement
Due Date by Educational Institution. If the
offeror is an educational institution that,
under the transition provisions of 9903.202–
1(f), is or will be required to submit a Disclo-
sure Statement after receipt of this award,
the offeror hereby certifies that (check one
and complete):

b (a) A Disclosure Statement filing Due
Date of llllll has been established with
the cognizant Federal agency.

b (b) The Disclosure Statement will be
submitted within the six month period end-
ing llllll months after receipt of this
award.
Name and Address of Cognizant ACO or Fed-

eral Official where Disclosure Statement is
to be filed: lllllllllllllllll

llllllllllllllllllllllll

(End of Alternate I)

[57 FR 14153, Apr. 17, 1992; 57 FR 34079, Aug.
3, 1992, as amended at 58 FR 58802, Nov. 4,
1993; 58 FR 61844, Nov. 23, 1993; 58 FR 65556,
Dec. 15, 1993; 59 FR 55754, Nov. 8, 1994; 61 FR
39361, July 29, 1996; 65 FR 36769, June 9, 2000]

9903.201–4 Contract clauses.
(a) Cost Accounting Standards. (1) The

contracting officer shall insert the
clause set forth below, Cost Accounting
Standards, in negotiated contracts, un-
less the contract is exempted (see
9903.201–1), the contract is subject to
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modified coverage (see 9903.201–2), or
the clause prescribed in paragraph (d)
or (e) of this section is used.

(2) The clause below requires the con-
tractor to comply with all CAS speci-
fied in part 9904, to disclose actual cost
accounting practices (applicable to
CAS-covered contracts only), and to
follow disclosed and established cost
accounting practices consistently.

COST ACCOUNTING STANDARDS (JUNE 2000)

(a) Unless the contract is exempt under
9903.201–1 and 9903.201–2, the provisions of
9903 are incorporated herein by reference and
the Contractor in connection with this con-
tract, shall—

(1) (CAS-covered Contracts Only) By sub-
mission of a Disclosure Statement, disclosed
in writing the Contractor’s cost accounting
practices as required by 9903.202–1 through
9903.202–5 including methods of distin-
guishing direct costs from indirect costs and
the basis used for allocating indirect costs.
The practices disclosed for this contract
shall be the same as the practices currently
disclosed and applied on all other contracts
and subcontracts being performed by the
Contractor and which contain a Cost Ac-
counting Standards (CAS) clause. If the Con-
tractor has notified the Contracting Officer
that the Disclosure Statement contains
trade secrets, and commercial or financial
information which is privileged and con-
fidential, the Disclosure Statement shall be
protected and shall not be released outside of
the Government.

(2) Follow consistently the Contractor’s
cost accounting practices in accumulating
and reporting contract performance cost
data concerning this contract. If any change
in cost accounting practices is made for the
purposes of any contract or subcontract sub-
ject to CAS requirements, the change must
be applied prospectively to this contract and
the Disclosure Statement must be amended
accordingly. If the contract price or cost al-
lowance of this contract is affected by such
changes, adjustment shall be made in ac-
cordance with subparagraph (a)(4) or (a)(5) of
this clause, as appropriate.

(3) Comply with all CAS, including any
modifications and interpretations indicated
thereto contained in part 9904, in effect on
the date of award of this contract or, if the
Contractor has submitted cost or pricing
data, on the date of final agreement on price
as shown on the Contractor’s signed certifi-
cate of current cost or pricing data. The Con-
tractor shall also comply with any CAS (or
modifications to CAS) which hereafter be-
come applicable to a contract or subcontract
of the Contractor. Such compliance shall be
required prospectively from the date of ap-
plicability of such contract or subcontract.

(4)(i) Agree to an equitable adjustment as
provided in the Changes clause of this con-
tract if the contract cost is affected by a
change which, pursuant to subparagraph
(a)(3) of this clause, the Contractor is re-
quired to make to the Contractor’s estab-
lished cost accounting practices.

(ii) Negotiate with the Contracting Officer
to determine the terms and conditions under
which a change may be made to a cost ac-
counting practice, other than a change made
under other provisions of subparagraph (a)(4)
of this clause; provided that no agreement
may be made under this provision that will
increase costs paid by the United States.

(iii) When the parties agree to a change to
a cost accounting practice, other than a
change under subdivision (a)(4)(i) of this
clause, negotiate an equitable adjustment as
provided in the Changes clause of this con-
tract.

(5) Agree to an adjustment of the contract
price or cost allowance, as appropriate, if the
Contractor or a subcontractor fails to com-
ply with an applicable Cost Accounting
Standard, or to follow any cost accounting
practice consistently and such failure results
in any increased costs paid by the United
States. Such adjustment shall provide for re-
covery of the increased costs to the United
States, together with interest thereon com-
puted at the annual rate established under
section 6621(a)(2) of the Internal Revenue
Code of 1986 (26 U.S.C. 6621(a)(2)) for such pe-
riod, from the time the payment by the
United States was made to the time the ad-
justment is effected. In no case shall the
Government recover costs greater than the
increased cost to the Government, in the ag-
gregate, on the relevant contracts subject to
the price adjustment, unless the Contractor
made a change in its cost accounting prac-
tices of which it was aware or should have
been aware at the time of price negotiations
and which it failed to disclose to the Govern-
ment.

(b) If the parties fail to agree whether the
Contractor or a subcontractor has complied
with an applicable CAS in part 9904 or a CAS
rule or regulation in part 9903 and as to any
cost adjustment demanded by the United
States, such failure to agree will constitute
a dispute under the Contract Disputes Act
(41 U.S.C. 601).

(c) The Contractor shall permit any au-
thorized representatives of the Government
to examine and make copies of any docu-
ments, papers, or records relating to compli-
ance with the requirements of this clause.

(d) The contractor shall include in all ne-
gotiated subcontracts which the Contractor
enters into, the substance of this clause, ex-
cept paragraph (b), and shall require such in-
clusion in all other subcontracts, of any tier,
including the obligation to comply with all
CAS in effect on the subcontractor’s award
date or if the subcontractor has submitted
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cost or pricing data, on the date of final
agreement on price as shown on the sub-
contractor’s signed Certificate of Current
Cost or Pricing Data. If the subcontract is
awarded to a business unit which pursuant to
9903.201–2 is subject to other types of CAS
coverage, the substance of the applicable
clause set forth in 9903.201–4 shall be in-
serted. This requirement shall apply only to
negotiated subcontracts in excess of $500,000,
except that the requirement shall not apply
to negotiated subcontracts otherwise exempt
from the requirement to include a CAS
clause as specified in 9903.201–1.

(End of clause)

(b) [Reserved]
(c) Disclosure and Consistency of Cost

Accounting Practices. (1) The con-
tracting officer shall insert the clause
set forth below, Disclosure and Consist-
ency of Cost Accounting Practices, in
negotiated contracts when the contract
amount is over $500,000 but less than
$50 million, and the offeror certifies it
is eligible for and elects to use modi-
fied CAS coverage (see 9903.201–2, unless
the clause prescribed in paragraph (d)
of this subsection is used).

(2) The clause below requires the con-
tractor to comply with CAS 9904.401,
9904.402, 9904.405, and 9904.406, to dis-
close (if it meets certain requirements)
actual cost accounting practices, and
to follow consistently disclosed and es-
tablished cost accounting practices.

DISCLOSURE AND CONSISTENCY OF COST
ACCOUNTING PRACTICES (JUNE 2000)

(a) The Contractor, in connection with this
contract, shall—

(1) Comply with the requirements of
9904.401, Consistency in Estimating, Accumu-
lating, and Reporting Costs; 9904.402, Consist-
ency in Allocating Costs Incurred for the
Same Purpose; 9904.405, Accounting for Unal-
lowable Costs; and 9904.406, Cost Accounting
Standard—Cost Accounting Period, in effect
on the date of award of this contract, as indi-
cated in part 9904.

(2) (CAS-covered Contracts Only) If it is a
business unit of a company required to sub-
mit a Disclosure Statement, disclose in writ-
ing its cost accounting practices as required
by 9903.202–1 through 9903.202–5. If the Con-
tractor has notified the Contracting Officer
that the Disclosure Statement contains
trade secrets and commercial or financial in-
formation which is privileged and confiden-
tial, the Disclosure Statement shall be pro-
tected and shall not be released outside of
the Government.

(3)(i) Follow consistently the Contractor’s
cost accounting practices. A change to such
practices may be proposed, however, by ei-
ther the Government or the Contractor, and
the Contractor agrees to negotiate with the
Contracting Officer the terms and conditions
under which a change may be made. After
the terms and conditions under which the
change is to be made have been agreed to,
the change must be applied prospectively to
this contract, and the Disclosure Statement,
if affected, must be amended accordingly.

(ii) The Contractor shall, when the parties
agree to a change to a cost accounting prac-
tice and the Contracting Officer has made
the finding required in 9903.201–6(c) that the
change is desirable and not detrimental to
the interests of the Government, negotiate
an equitable adjustment as provided in the
Changes clause of this contract. In the ab-
sence of the required finding, no agreement
may be made under this contract clause that
will increase costs paid by the United States.

(4) Agree to an adjustment of the contract
price or cost allowance, as appropriate, if the
Contractor or a subcontractor fails to com-
ply with the applicable CAS or to follow any
cost accounting practice, and such failure re-
sults in any increased costs paid by the
United States. Such adjustment shall pro-
vide for recovery of the increased costs to
the United States, together with interest
thereon computed at the annual rate estab-
lished under section 6621(a)(2) of the Internal
Revenue Code of 1986 (26 U.S.C. 6621(a)(2)) for
such period, from the time the payment by
the United States was made to the time the
adjustment is effected.

(b) If the parties fail to agree whether the
Contractor has complied with an applicable
CAS rule, or regulation as specified in parts
9903 and 9904 and as to any cost adjustment
demanded by the United States, such failure
to agree will constitute a dispute under the
Contract Disputes Act (41 U.S.C. 601).

(c) The Contractor shall permit any au-
thorized representatives of the Government
to examine and make copies of any docu-
ments, papers, and records relating to com-
pliance with the requirements of this clause.

(d) The Contractor shall include in all ne-
gotiated subcontracts, which the Contractor
enters into, the substance of this clause, ex-
cept paragraph (b), and shall require such in-
clusion in all other subcontracts of any tier,
except that—

(1) If the subcontract is awarded to a busi-
ness unit which pursuant to 9903.201–2 is sub-
ject to other types of CAS coverage, the sub-
stance of the applicable clause set forth in
9903.201–4 shall be inserted.

(2) This requirement shall apply only to
negotiated subcontracts in excess of $500,000.

(3) The requirement shall not apply to ne-
gotiated subcontracts otherwise exempt
from the requirement to include a CAS
clause as specified in 9903.201–1.
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(End of clause)

(d) Consistency in Cost Accounting
Practices. The contracting officer shall
insert the clause set forth below, Con-
sistency in Cost Accounting Practices,
in negotiated defense contracts that
are exempt from CAS requirements
solely on the basis of the fact that the
contract is to be awarded to a United
Kingdom contractor and is to be per-
formed substantially in the United
Kingdom (see 9903.201–1(b)(12)).

CONSISTENCY IN COST ACCOUNTING PRACTICES
(APR 1992)

The Contractor agrees that it will consist-
ently follow the cost accounting practices
disclosed on Form CASB DS–1 in estimating,
accumulating and reporting costs under this
contract. In the event the Contractor fails to
follow such practices, it agrees that the con-
tract price shall be adjusted together with
interest, if such failure results in increased
cost paid by the U.S. Government. Interest
shall be computed at the annual rate of in-
terest established under section 6621 of the
Internal Revenue Code of 1986 (26 U.S.C. 6621)
from the time payment by the Government
was made to the time adjustment is effected.
The Contractor agrees that the Disclosure
Statement filed with the U.K. Ministry of
Defence shall be available for inspection and
use by authorized representatives of the
United States Government.

(End of clause)

(e) Cost Accounting Standards—Edu-
cational Institutions. (1) The contracting
officer shall insert the clause set forth
below, Cost Accounting Standards—
Educational Institution, in negotiated
contracts awarded to educational insti-
tutions, unless the contract is exempt-
ed (see 9903.201–1), the contract is to be
performed by an FFRDC (see 9903.201–
2(c)(5)), or the provision at 9903.201–
2(c)(6) applies.

(2) The clause below requires the edu-
cational institution to comply with all
CAS specified in part 9905, to disclose
actual cost accounting practices as re-
quired by 9903.202–1(f), and to follow
disclosed and established cost account-
ing practices consistently.

COST ACCOUNTING STANDARDS—EDUCATIONAL
INSTITUTIONS (JUNE 2000)

(a) Unless the contract is exempt under
9903.201–1 and 9903.201–2, the provisions of
part 9903 are incorporated herein by ref-

erence and the Contractor in connection
with this contract, shall—

(1) (CAS-covered Contracts Only) If a busi-
ness unit of an educational institution re-
quired to submit a Disclosure Statement,
disclose in writing the Contractor’s cost ac-
counting practices as required by 9903.202–1
through 9903.202–5 including methods of dis-
tinguishing direct costs from indirect costs
and the basis used for accumulating and allo-
cating indirect costs. The practices disclosed
for this contract shall be the same as the
practices currently disclosed and applied on
all other contracts and subcontracts being
performed by the Contractor and which con-
tain a Cost Accounting Standards (CAS)
clause. If the Contractor has notified the
Contracting Officer that the Disclosure
Statement contains trade secrets, and com-
mercial or financial information which is
privileged and confidential, the Disclosure
Statement shall be protected and shall not
be released outside of the Government.

(2) Follow consistently the Contractor’s
cost accounting practices in accumulating
and reporting contract performance cost
data concerning this contract. If any change
in cost accounting practices is made for the
purposes of any contract or subcontract sub-
ject to CAS requirements, the change must
be applied prospectively to this contract and
the Disclosure Statement, if required, must
be amended accordingly. If an accounting
principle change mandated under Office of
Management and Budget (OMB) Circular A–
21, Cost Principles for Educational Institu-
tions, requires that a change in the Contrac-
tor’s cost accounting practices be made after
the date of this contract award, the change
must be applied prospectively to this con-
tract and the Disclosure Statement, if re-
quired, must be amended accordingly. If the
contract price or cost allowance of this con-
tract is affected by such changes, adjustment
shall be made in accordance with subpara-
graph (a)(4) or (a)(5) of this clause, as appro-
priate.

(3) Comply with all CAS, including any
modifications and interpretations indicated
thereto contained in 48 CFR part 9905, in ef-
fect on the date of award of this contract or,
if the Contractor has submitted cost or pric-
ing data, on the date of final agreement on
price as shown on the Contractor’s signed
certificate of current cost or pricing data.
The Contractor shall also comply with any
CAS (or modifications to CAS) which here-
after become applicable to a contract or sub-
contract of the Contractor. Such compliance
shall be required prospectively from the date
of applicability to such contract or sub-
contract.

(4)(i) Agree to an equitable adjustment as
provided in the Changes clause of this con-
tract if the contract cost is affected by a
change which, pursuant to subparagraph
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(a)(3) of this clause, the Contractor is re-
quired to make to the Contractor’s estab-
lished cost accounting practices.

(ii) Negotiate with the Contracting Officer
to determine the terms and conditions under
which a change may be made to a cost ac-
counting practice, other than a change made
under other provisions of subparagraph (a)(4)
of this clause; provided that no agreement
may be made under this provision that will
increase costs paid by the United States.

(iii) When the parties agree to a change to
a cost accounting practice, other than a
change under subdivision (a)(4)(i) or (a)(4)(iv)
of this clause, negotiate an equitable adjust-
ment as provided in the Changes clause of
this contract.

(iv) Agree to an equitable adjustment as
provided in the Changes clause of this con-
tract, if the contract cost is materially af-
fected by an OMB Circular A–21 accounting
principle amendment which, on becoming ef-
fective after the date of contract award, re-
quires the Contractor to make a change to
the Contractor’s established cost accounting
practices.

(5) Agree to an adjustment of the contract
price or cost allowance, as appropriate, if the
Contractor or a subcontractor fails to com-
ply with an applicable Cost Accounting
Standard, or to follow any cost accounting
practice consistently and such failure results
in any increased costs paid by the United
States. Such adjustment shall provide for re-
covery of the increased costs to the United
States, together with interest thereon com-
puted at the annual rate established under
section 6621(a)(2) of the Internal Revenue
Code of 1986 (26 U.S.C. 6621(a)(2)) for such pe-
riod, from the time the payment by the
United States was made to the time the ad-
justment is effected. In no case shall the
Government recover costs greater than the
increased cost to the Government, in the ag-
gregate, on the relevant contracts subject to
the price adjustment, unless the Contractor
made a change in its cost accounting prac-
tices of which it was aware or should have
been aware at the time of price negotiations
and which it failed to disclose to the Govern-
ment.

(b) If the parties fail to agree whether the
Contractor or a subcontractor has complied
with an applicable CAS or a CAS rule or reg-
ulation in 9903 and as to any cost adjustment
demanded by the United States, such failure
to agree will constitute a dispute under the
Contract Disputes Act (41 U.S.C. 601).

(c) The Contractor shall permit any au-
thorized representatives of the Government
to examine and make copies of any docu-
ments, papers, or records relating to compli-
ance with the requirements of this clause.

(d) The Contractor shall include in all ne-
gotiated subcontracts which the Contractor
enters into, the substance of this clause, ex-
cept paragraph (b), and shall require such in-

clusion in all other subcontracts, of any tier,
including the obligation to comply with all
applicable CAS in effect on the subcontrac-
tor’s award date or if the subcontractor has
submitted cost or pricing data, on the date
of final agreement on price as shown on the
subcontractor’s signed Certificate of Current
Cost or Pricing Data, except that—

(1) If the subcontract is awarded to a busi-
ness unit which pursuant to 9903.201–2 is sub-
ject to other types of CAS coverage, the sub-
stance of the applicable clause set forth in
9903.201–4 shall be inserted; and

(2) This requirement shall apply only to
negotiated subcontracts in excess of $500,000.

(3) The requirement shall not apply to ne-
gotiated subcontracts otherwise exempt
from the requirement to include a CAS
clause as specified in 9903.201–1.

(End of clause)

[57 FR 14153, Apr. 17, 1992; 57 FR 34079, 34167,
Aug. 3, 1992; 57 FR 43776, Sept. 22, 1992, as
amended at 58 FR 58802, Nov. 4, 1993; 58 FR
65556, Dec. 15, 1993; 59 FR 48568, Sept. 22, 1994;
59 FR 55755, Nov. 8, 1994; 61 FR 39361, July 29,
1996; 62 FR 31295, June 6, 1997; 65 FR 36770,
June 9, 2000; 65 FR 37471, June 14, 2000]

9903.201–5 Waiver
(a) The head of an executive agency

may waive the applicability of the Cost
Accounting Standards for a contract or
subcontract with a value of less than
$15 million, if that official determines,
in writing, that the business unit of the
contractor or subcontractor that will
perform the work—

(1) Is primarily engaged in the sale of
commercial items; and

(2) Would not otherwise be subject to
the Cost Accounting Standards under
this Chapter.

(b) The head of an executive agency
may waive the applicability of the Cost
Accounting Standards for a contract or
subcontract under exceptional cir-
cumstances when necessary to meet
the needs of the agency. A determina-
tion to waive the applicability of the
Cost Accounting Standards by the
agency head shall be set forth in writ-
ing, and shall include a statement of
the circumstances justifying the waiv-
er.

(c) The head of an executive agency
may not delegate the authority under
paragraphs (a) and (b) of this section,
to any official below the senior policy-
making level in the agency.

(d) The head of each executive agen-
cy shall report the waivers granted
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under paragraphs (a) and (b) of this sec-
tion, for that agency, to the Cost Ac-
counting Standards Board, on an an-
nual basis, not later than 90 days after
the close of the Government’s fiscal
year.

(e) Upon request of an agency head or
his designee, the Cost Accounting
Standards Board may waive all or any
part of the requirements of 9903.201–
4(a), Cost Accounting Standards, or
9903.201–4(c), Disclosure and Consist-
ency of Cost Accounting Practices,
with respect to a contract subject to
the Cost Accounting Standards. Any
request for a waiver shall describe the
proposed contract or subcontract for
which the waiver is sought and shall
contain—

(1) An unequivocal statement that
the proposed contractor or subcon-
tractor refuses to accept a contract
containing all or a specified part of a
CAS clause and the specific reason for
that refusal;

(2) A statement as to whether the
proposed contractor or subcontractor
has accepted any prime contract or
subcontract containing a CAS clause;

(3) The amount of the proposed award
and the sum of all awards by the agen-
cy requesting the waiver to the pro-
posed contractor or subcontractor in
each of the preceding 3 years;

(4) A statement that no other source
is available to satisfy the agency’s
needs on a timely basis;

(5) A statement of alternative meth-
ods considered for fulfilling the need
and the agency’s reasons for rejecting
them;

(6) A statement of steps being taken
by the agency to establish other
sources of supply for future contracts
for the products or services for which a
waiver is being requested; and

(7) Any other information that may
be useful in evaluating the request.

(f) Except as provided by the Cost Ac-
counting Standards Board, the author-
ity in paragraph (e) of this section
shall not be delegated.

[65 FR 36770, June 9, 2000]

9903.201–6 Findings.
(a) Required change—(1) Finding. Prior

to making any equitable adjustment
under the provisions of paragraph
(a)(4)(i) of the contract clause set forth

in 9903.201–4(a) or 9903.201–4(e), or para-
graph (a)(3)(i) of the contract clause
set forth in 9903.201–4(c), the Con-
tracting Officer shall make a finding
that the practice change was required
to comply with a CAS, modification or
interpretation thereof, that subse-
quently became applicable to the con-
tract; or, for planned changes being
made in order to remain CAS compli-
ant, that the former practice was in
compliance with applicable CAS and
the planned change is necessary for the
contractor to remain in compliance.

(2) Required change means a change in
cost accounting practice that a con-
tractor is required to make in order to
comply with applicable Standards,
modifications, or interpretations
thereto, that subsequently become ap-
plicable to an existing CAS-covered
contract due to the receipt of another
CAS-covered contract or subcontract.
It also includes a prospective change to
a disclosed or established cost account-
ing practice when the cognizant Fed-
eral agency official determines that
the former practice was in compliance
with applicable CAS and the change is
necessary for the contractor to remain
in compliance.

(b) Unilateral change—(1) Findings.
Prior to making any contract price or
cost adjustment(s) under the change
provisions of paragraph (a)(4)(ii) of the
contract clause set forth in 9903.201–
4(a) or 9903.201–4(e), or paragraph
(a)(3)(ii) of the contract clause set
forth in 9903.201–4(c), the Contracting
Officer shall make a finding that the
contemplated contract price and cost
adjustments will protect the United
States from payment of increased
costs, in the aggregate; and that the
net effect of the adjustments being
made does not result in the recovery of
more than the estimated amount of
such increased costs.

(2) Unilateral change by a contractor
means a change in cost accounting
practice from one compliant practice
to another compliant practice that a
contractor with a CAS-covered con-
tract(s) elects to make that has not
been deemed desirable by the cognizant
Federal agency official and for which
the Government will pay no aggregate
increased costs.
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(3) Action to preclude the payment of
aggregate increased costs by the Govern-
ment. In the absence of a finding pursu-
ant to paragraph (c) of this subsection
that a compliant change is desirable,
no agreement may be made with regard
to a change to a cost accounting prac-
tice that will result in the payment of
aggregate increased costs by the
United States. For these changes, the
cognizant Federal agency official shall
limit upward contract price adjust-
ments to affected contracts to the
amount of downward contract price ad-
justments of other affected contracts,
i.e., no net upward contract price ad-
justment shall be permitted.

(c) Desirable change—(1) Finding.
Prior to making any equitable adjust-
ment under the provisions of paragraph
(a)(4)(iii) of the contract clause set
forth in 9903.201–4(a) or 9903.201–4(e), or
paragraph (a)(3)(ii) of the contract
clause set forth in 9903.201–4(c), the
cognizant Federal agency official shall
make a finding that the change to a
cost accounting practice is desirable
and not detrimental to the interests of
the Government.

(2) Desirable change means a compli-
ant change to a contractor’s estab-
lished or disclosed cost accounting
practices that the cognizant Federal
agency official finds is desirable and
not detrimental to the Government
and is therefore not subject to the no
increased cost prohibition provisions of
CAS-covered contracts affected by the
change. The cognizant Federal agency
official’s finding need not be based
solely on the cost impact that a pro-
posed practice change will have on a
contractor’s or subcontractor’s current
CAS-covered contracts. The change to
a cost accounting practice may be de-
termined to be desirable even though
existing contract prices and/or cost al-
lowances may increase. The determina-
tion that the change to a cost account-
ing practice is desirable, should be
made on a case-by-case basis.

(3) Once a determination has been
made that a compliant change to a cost
accounting practice is a desirable
change, associated management ac-
tions that also have an impact on con-
tract costs should be considered when
negotiating contract price or cost ad-
justments that may be needed to equi-

tably resolve the overall cost impact of
the aggregated actions.

(4) Until the cognizant Federal agen-
cy official has determined that a
change to a cost accounting practice is
deemed to be a desirable change, the
change shall be considered to be a
change for which the Government will
not pay increased costs, in the aggre-
gate.

(d) Noncompliant cost accounting prac-
tices—(1) Findings. Prior to making
any contract price or cost adjust-
ment(s) under the provisions of para-
graph (a)(5) of the contract clause set
forth in 9903.201–4(a) or 9903.201–4(e), or
paragraph (a)(4) of the contract clause
set forth in 9903.201–4(c), the Con-
tracting Officer shall make a finding
that the contemplated contract price
and cost adjustments will protect the
United States from payment of in-
creased costs, in the aggregate; and
that the net effect of the adjustments
being made does not result in the re-
covery of more than the estimated
amount of such increased costs. While
individual contract prices, including
cost ceilings or target costs, as applica-
ble, may be increased as well as de-
creased to resolve an estimating non-
compliance, the aggregate value of all
contracts affected by the estimating
noncompliance shall not be increased.

[65 FR 37571, June 14, 2000]

9903.201–7 Cognizant Federal agency
responsibilities.

(a) The requirements of part 9903
shall, to the maximum extent prac-
ticable, be administered by the cog-
nizant Federal agency responsible for a
particular contractor organization or
location, usually the Federal agency
responsible for negotiating indirect
cost rates on behalf of the Government.
The cognizant Federal agency should
take the lead role in administering the
requirements of part 9903 and coordi-
nating CAS administrative actions
with all affected Federal agencies.
When multiple CAS-covered contracts
or more than one Federal agency are
involved, agencies should discourage
Contracting Officers from individually
administering CAS on a contract-by-
contract basis. Coordinated adminis-
trative actions will provide greater as-
surances that individual contractors
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follow their cost accounting practices
consistently under all their CAS-cov-
ered contracts and that changes in cost
accounting practices or CAS non-
compliance issues are resolved, equi-
tably, in a uniform overall manner.

(b) Federal agencies shall prescribe
regulations and establish internal poli-
cies and procedures governing how
agencies will administer the require-
ments of CAS-covered contracts, with
particular emphasis on inter-agency
coordination activities. Procedures to
be followed when an agency is and is
not the cognizant Federal agency
should be clearly delineated. Internal
agency policies and procedures shall
provide for the designation of the agen-
cy office(s) or officials responsible for
administering CAS under the agency’s
CAS-covered contracts at each con-
tractor business unit and the delega-
tion of necessary contracting authority
to agency individuals authorized to ad-
minister the terms and conditions of
CAS-covered contracts, e.g., Adminis-
trative Contracting Officers (ACOs) or
other agency officials authorized to
perform in that capacity. Agencies are
urged to coordinate on the develop-
ment of such regulations.

[59 FR 55756, Nov. 8, 1994]

9903.201–8 Compliant accounting
changes due to external restruc-
turing activities.

The contract price and cost adjust-
ment requirements of this part 9903 are
not applicable to compliant cost ac-
counting practice changes directly as-
sociated with external restructuring
activities that are subject to and meet
the requirements of 10 U.S.C. 2325.

[65 FR 37472, June 14, 2000]

9903.202 Disclosure requirements.

9903.202–1 General requirements.
(a) A Disclosure Statement is a writ-

ten description of a contractor’s cost
accounting practices and procedures.
The submission of a new or revised Dis-
closure Statement is not required for
any non-CAS-covered contract or from
any small business concern.

(b) Completed Disclosure Statements
are required in the following cir-
cumstances:

(1) Any business unit that is selected
to receive a CAS-covered contract or
subcontract of $50 million or more
shall submit a Disclosure Statement
before award.

(2) Any company which, together
with its segments, received net awards
of negotiated prime contracts and sub-
contracts subject to CAS totaling $50
million or more in its most recent cost
accounting period, must submit a Dis-
closure Statement before award of its
first CAS-covered contract in the im-
mediately following cost accounting
period. However, if the first CAS-cov-
ered contract is received within 90 days
of the start of the cost accounting pe-
riod, the contractor is not required to
file until the end of 90 days.

(c) When a Disclosure Statement is
required, a separate Disclosure State-
ment must be submitted for each seg-
ment whose costs included in the total
price of any CAS-covered contract or
subcontract exceed $500,000, unless (i)
The contract or subcontract is of the
type or value exempted by 9903.201–1 or
(ii) In the most recently completed
cost accounting period the segment’s
CAS-covered awards are less than 30
percent of total segment sales for the
period and less than $10 million.

(d) Each corporate or other home of-
fice that allocates costs to one or more
disclosing segments performing CAS-
covered contracts must submit a Part
VIII of the Disclosure Statement.

(e) Foreign contractors and sub-
contractors who are required to submit
a Disclosure Statement may, in lieu of
filing a Form No. CASB–DS–1, make
disclosure by using a disclosure form
prescribed by an agency of its Govern-
ment, provided that the Cost Account-
ing Standards Board determines that
the information disclosed by that
means will satisfy the objectives of
Public Law 100–679. The use of alter-
native forms has been approved for the
contractors of the following countries:

(1) Canada.
(2) Federal Republic of Germany.
(f) Educational institutions—disclosure

requirements. (1) Educational institu-
tions receiving contracts subject to the
CAS specified in part 9905 are subject
to the requirements of 9903.202, except
that completed Disclosure Statements

VerDate 11<MAY>2000 04:53 Oct 12, 2001 Jkt 194199 PO 00000 Frm 00293 Fmt 8010 Sfmt 8010 Y:\SGML\194199T.XXX pfrm02 PsN: 194199T



294

48 CFR Ch. 99 (10–1–01 Edition)9903.202–1

are required in the following cir-
cumstances.

(2) Basic requirement. For CAS-cov-
ered contracts placed on or after Janu-
ary 1, 1996, completed Disclosure State-
ments are required as follows:

(i) Any business unit of an edu-
cational institution that is selected to
receive a CAS-covered contract or sub-
contract in excess of $500,000 and is
part of a college or university location
listed in Exhibit A of Office of Manage-
ment and Budget (OMB) Circular A–21
shall submit a Disclosure Statement
before award. A Disclosure Statement
is not required, however, if the listed
entity can demonstrate that the net
amount of Federal contract and finan-
cial assistance awards received during
its immediately preceding cost ac-
counting period was less than $25 mil-
lion.

(ii) Any business unit that is selected
to receive a CAS-covered contract or
subcontract of $25 million or more
shall submit a Disclosure Statement
before award.

(iii) Any educational institution
which, together with its segments, re-
ceived net awards of negotiated prime
contracts and subcontracts subject to
CAS totaling $25 million or more in its
most recent cost accounting period, of
which, at least one award exceeded $1
million, must submit a Disclosure
Statement before award of its first
CAS-covered contract in the imme-
diately following cost accounting pe-
riod. However, if the first CAS-covered
contract is received within 90 days of
the start of the cost accounting period,
the institution is not required to file
until the end of 90 days.

(3) Transition period requirement. For
CAS-covered contracts placed on or be-
fore December 31, 1995, completed Dis-
closure Statements are required as fol-
lows:

(i) For business units that are se-
lected to receive a CAS-covered con-
tract or subcontract in excess of
$500,000 and are part of the first 20 col-
lege or university locations (i.e., num-
bers 1 through 20) listed in Exhibit A of
OMB Circular A–21, Disclosure State-
ments shall be submitted within six
months after the date of contract
award.

(ii) For business units that are se-
lected to receive a CAS-covered con-
tract or subcontract in excess of
$500,000 and are part of a college or uni-
versity location that is listed as one of
the institutions numbered 21 through
50, in Exhibit A of OMB Circular A–21,
Disclosure Statements shall be sub-
mitted during the six month period
ending twelve months after the date of
contract award.

(iii) For business units that are se-
lected to receive a CAS-covered con-
tract or subcontract in excess of
$500,000 and are part of a college or uni-
versity location that is listed as one of
the institutions numbered 51 through
99, in Exhibit A of OMB Circular A–21,
Disclosure Statements shall be sub-
mitted during the six month period
ending eighteen months after the date
of contract award.

(iv) For any other business unit that
is selected to receive a CAS-covered
contract or subcontract of $25 million
or more, a Disclosure Statement shall
be submitted within six months after
the date of contract award.

(4) Transition period due dates. The
educational institution and cognizant
Federal agency should establish a spe-
cific due date within the periods pre-
scribed in 9903.202–1(f)(3) when a Disclo-
sure Statement is required under a
CAS-covered contract placed on or be-
fore December 31, 1995.

(5) Transition period waiver authority.
For a CAS-covered contract to be
awarded during the period January 1,
1996, through June 30, 1997, the award-
ing agency may waive the preaward
Disclosure Statement submission re-
quirement specified in 9903.202–1(f)(2)
when a due date for the submission of
a Disclosure Statement has previously
been established by the cognizant Fed-
eral agency and the educational insti-
tution under the provisions of 9903.202–
1(f) (3) and (4).

CAUTION: This waiver authority is not
available unless the cognizant Federal agen-
cy and the educational institution have es-
tablished a disclosure statement due date
pursuant to a written agreement executed
prior to January 1, 1996, and award is made
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prior to the established disclosure statement
due date.

[57 FR 14153, Apr. 17, 1992; 57 FR 34167, Aug.
3, 1992, as amended at 58 FR 58802, Nov. 4,
1993; 59 FR 55756, Nov. 8, 1994; 65 FR 36770,
June 9, 2000]

9903.202–2 Impracticality of submis-
sion.

The agency head may determine that
it is impractical to secure the Disclo-
sure Statement, although submission
is required, and authorize contract
award without obtaining the State-
ment. He shall, within 30 days of hav-
ing done so, submit a report to the
Cost Accounting Standards Board set-
ting forth all material facts. This au-
thority may not be delegated.

9903.202–3 Amendments and revisions.
Contractors and subcontractors are

responsible for maintaining accurate
Disclosure Statements and complying
with disclosed practices. Amendments
and revisions to Disclosure Statements
may be submitted at any time and may
be proposed by either the contractor or
the Government. Resubmission of com-
plete, updated, Disclosure Statements
is discouraged except when extensive
changes require it to assist the review
process.

9903.202–4 Privileged and confidential
information.

If the offeror or contractor notifies
the contracting officer that the Disclo-
sure Statement contains trade secrets
and commercial or financial informa-
tion, which is privileged and confiden-
tial, the Disclosure Statement shall be
protected and shall not be released out-
side the Government.

9903.202–5 Filing Disclosure State-
ments.

(a) Disclosure must be on Form Num-
ber CASB DS–1 or CASB DS–2, as appli-
cable. Forms may be obtained from the
cognizant Federal agency (cognizant
ACO or cognizant Federal agency offi-
cial authorized to act in that capacity)
or from the looseleaf version of the
Federal Acquisition Regulation. When
requested in advance by a contractor,
the cognizant Federal agency may au-
thorize contractor disclosure based on
computer generated reproductions of

the applicable Disclosure Statement
Form.

(b) Offerors are required to file Dis-
closure Statements as follows:

(1) Original and one copy with the
cognizant ACO or cognizant Federal
agency official acting in that capacity,
as applicable; and

(2) One copy with the cognizant Fed-
eral auditor.

(c) Amendments and revisions shall
be submitted to the ACO or agency of-
ficial acting in that capacity, as appli-
cable, and the Federal auditor of the
currently cognizant Federal agency.

[59 FR 55757, Nov. 8, 1994]

9903.202–6 Adequacy of Disclosure
Statement.

Federal agencies shall prescribe regu-
lations and establish internal proce-
dures by which each will promptly de-
termine on behalf of the Government,
when serving as the cognizant Federal
agency for a particular contractor lo-
cation, that a Disclosure Statement
has adequately disclosed the practices
required to be disclosed by the Cost Ac-
counting Standards Board’s rules, reg-
ulations and Standards. The deter-
mination of adequacy shall be distrib-
uted to all affected agencies. Agencies
are urged to coordinate on the develop-
ment of such regulations.

[59 FR 55757, Nov. 8, 1994]

9903.202–7 [Reserved]

9903.202–8 Subcontractor Disclosure
Statements.

(a) The contractor or higher tier sub-
contractor is responsible for admin-
istering the CAS requirements con-
tained in subcontracts.

(b) If the subcontractor has pre-
viously furnished a Disclosure State-
ment to an ACO, the subcontractor
may satisfy the submission require-
ment by identifying to the contractor
or higher tier subcontractor the ACO
to whom it was submitted.

(c)(1) If the subcontractor considers
the Disclosure Statement (or other
similar information) privileged or con-
fidential, the subcontractor may sub-
mit it directly to the ACO and auditor
cognizant of the subcontractor, noti-
fying the contractor or higher tier sub-
contractor. A preaward determination
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of adequacy is not required in such
cases. Instead, the ACO cognizant of
the subcontractor shall

(i) Notify the auditor that the ade-
quacy review will be performed during
the postaward compliance review and,
upon completion,

(ii) Notify the subcontractor, the
contractor or higher tier subcon-
tractor, and the cognizant ACOs of the
findings.

(2) Even though a Disclosure State-
ment is not required, a subcontractor
may

(i) Claim that CAS-related reviews by
contractors or higher tier subcontrac-
tors would reveal proprietary data or
jeopardize the subcontractor’s com-
petitive position and

(ii) Request that the Government
perform the required reviews.

(d) When the Government requires
determinations of adequacy or inad-
equacy, the ACO cognizant of the sub-
contractor shall make such rec-
ommendation to the ACO cognizant of
the prime contractor or next higher
tier subcontractor. ACOs cognizant of
higher tier subcontractors or prime
contractors shall not reverse the deter-
mination of the ACO cognizant of the
subcontractor.

9903.202–9 Illustration of Disclosure
Statement Form, CASB–DS–1.

The data which are required to be
disclosed are set forth in detail in the
Disclosure Statement Form, CASB–
DS–1, which is illustrated below:
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[61 FR 7621, Feb. 28, 1996]

9903.202–10 Illustration of Disclosure
Statement Form, CASB DS–2.

The data which are required to be
disclosed by educational institutions

are set forth in detail in the Disclosure
Statement Form, CASB DS–2, which is
illustrated below:
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[59 FR 55757, Nov. 8, 1994]

VerDate 11<MAY>2000 04:53 Oct 12, 2001 Jkt 194199 PO 00000 Frm 00361 Fmt 8010 Sfmt 8006 Y:\SGML\194199T.XXX pfrm02 PsN: 194199T



362

48 CFR Ch. 99 (10–1–01 Edition)9903.301

Subpart 9903.3—CAS Rules and
Regulations

9903.301 Definitions.
(a) The definitions set forth below

apply to this chapter 99.
Accrued benefit cost method. See

9904.412–30.
Accumulating costs. See 9904.401–30.
Actual cash value. See 9904.416–30.
Actual cost. See 9904.401–30 for the

broader definition and 9904.407–30 for a
more restricted definition applicable
only to the standard on the use of
standard costs for direct material and
direct labor.

Actuarial assumption. See 9904.412–30
or 9904.413–30.

Actuarial cost method. See 9904.412–30
or 9904.413–30.

Actuarial gain and loss. See 9904.412–30
or 9904.413–30.

Actuarial liability. See 9904.412–30 or
9904.413–30.

Actuarial valuation. See 9904.412–30 or
9904.413–30.

Allocate. See 9904.402–30, 9904.403–30,
9904.406–30, 9904.410–30, 9904.411–30,
9904.418–30 or 9904.420–30.

Asset accountability unit. See 9904.404–
30.

Assignment of cost to cost accounting
periods. See 9903.302–1(b).

Bid and proposal (B&P) cost. See
9904.420–30.

Business unit. See 9904.410–30, 9904.411–
30 or 9904.414–30.

CAS-covered contract, as used in this
part, means any negotiated contract or
subcontract in which a CAS clause is
required to be included.

Category of material. See 9904.411–30.
Change to a cost accounting practice.

See 9903.302–2.
Compensated personal absence. See

9904.408–30.
Cost accounting practice. See 9903.302–

1.
Cost input. See 9904.410–30.
Cost objective. See 9904.402–30, 9904.406–

30, 9904.410–30 or 9904.411–30.
Cost of capital committed to facilities.

See 9904.414–30.
Currently performing, as used in this

part, means that a contractor has been
awarded a contract, but has not yet re-
ceived notification of final acceptance
of all supplies, services, and data deliv-

erable under the contract (including
options).

Deferred compensation. See 9904.415–30.
Defined-benefit pension plan. See

9904.412–30.
Defined-contribution pension plan. See

9904.412–30.
Direct cost. See 9904.402–30 or 9904.418–

30.
Directly associated cost. See 9904.405–

30.
Disclosure statement, as used in this

part, means the Disclosure Statement
required by 9903.202–1.

Entitlement. See 9904.408–30.
Estimating costs. See 9904.401–30.
Expressly unallowable cost. See

9904.405–30.
Facilities capital. See 9904.414–30.
Final cost objective. See 9904.402–30 or

9904.410–30.
Fiscal year. See 9904.406–30.
Funded pension cost. See 9904.412–30.
Funding agency. See 9904.412–30.
General and administrative (G&A) ex-

pense. See 9904.410–30 or 9904.420–30.
Home office. See 9904.403–30 or

9904.420–30.
Immediate-gain actuarial cost method.

See 9904.413–30.
Independent research and development

(IR&D) cost. See 9904.420–30.
Indirect cost. See 9904.402–30, 9904.405–

30, 9904.418–30 or 9904.420–30.
Indirect cost pool. See 9904.401–30,

9904.402–30, 9904.406–30 or 9904.418–30.
Insurance administration expenses. See

9904.416–30.
Intangible capital asset. See 9904.414–30

or 9904.417–30.
Labor cost at standard. See 9904.407–30.
Labor-rate standard. See 9904.407–30.
Labor-time standard. See 9904.407–30.
Material cost at standard. See 9904.407–

30.
Material inventory record. See 9904.411–

30.
Material-price standard. See 9904.407–

30.
Material-quantity standard. See

9904.407–30.
Measurement of cost. See 9904.302–1(c).
Moving average cost. See 9904.411–30.
Multiemployer pension plan. See

9904.412–30.
Negotiated subcontract, as used in this

part, means any subcontract except a
firm fixed-price subcontract made by a
contractor or subcontractor after re-
ceiving offers from at least two persons
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not associated with each other or with
such contractor or subcontractor, pro-
viding

(1) The solicitation to all competi-
tors is identical,

(2) Price is the only consideration in
selecting the subcontractor from
among the competitors solicited, and

(3) The lowest offer received in com-
pliance with the solicitation from
among those solicited is accepted.

Net awards, as used in this chapter,
means the total value of negotiated
CAS-covered prime contract and sub-
contract awards, including the poten-
tial value of contract options, received
during the reporting period minus can-
cellations, terminations, and other re-
lated credit transactions.

Normal cost. See 9904.412–30 or
9904.413–30.

Operating revenue. See 9904.403–30.
Original complement of low cost equip-

ment. See 9904.404–30.
Pay-as-you-go cost method. See

9904.412–30.
Pension plan. See 9904.412–30 or

9904.413–30.
Pension plan participant. See 9904.413–

30.
Pricing. See 9904.401–30.
Production unit. See 9904.407–30.
Projected average loss. See 9904.416–30.
Projected benefit cost method. See

9904.412–30 or 9904.413–30.
Proposal. See 9904.401–30.
Repairs and maintenance. See 9904.404–

30.
Reporting costs. See 9904.401–30.
Residual value. See 9904.409–30.
Segment. See 9904.403–30, 9904.410–30,

9904.413–30 or 9904.420–30.
Self-insurance. See 9904.416–30.
Self-insurance charge. See 9904.416–30.
Service life. See 9904.409–30.
Small business, as used in this part,

means any concern, firm, person, cor-
poration, partnership, cooperative, or
other business enterprise which, under
15 U.S.C. 637(b)(6) and the rules and
regulations of the Small Business Ad-
ministration in Part 121 of Title 13 of
the Code of Federal Regulations, is de-
termined to be a small business con-
cern for the purpose of Government
contracting.

Spread-gain actuarial cost method. See
9904.413–30.

Standard cost. See 9904.407–30.

Tangible capital asset. See 9904.403–30,
9904.404–30, 9904.409–30, 9904.414–30 or
9904.417–30.

Termination gain or loss. See 9904.413–
30.

Unallowable cost. See 9904.405–30.
Variance. See 9904.407–30.
Weighted average cost. See 9904.411–30.
(b) The definitions set forth below

are applicable exclusively to edu-
cational institutions and apply to this
chapter 99.

Business unit. See 9903.201–2(c)(2)(ii).
Educational institution. See 9903.201–

2(c)(2)(i).
Intermediate cost objective. See

9905.502–30(a)(7).
Segment. See 9903.201–2(c)(2)(ii).

[57 FR 14153, Apr. 17, 1992, as amended at 58
FR 58802, Nov. 4, 1993; 59 FR 55770, Nov. 8,
1994; 61 FR 39361, July 29, 1996]

9903.302 Definitions, explanations, and
illustrations of the terms, ‘‘cost ac-
counting practice’’ and ‘‘change to a
cost accounting practice.’’

9903.302–1 Cost accounting practice.

Cost accounting practice, as used in
this part, means any disclosed or estab-
lished accounting method or technique
which is used for allocation of cost to
cost objectives, assignment of cost to
cost accounting periods, or measure-
ment of cost.

(a) Measurement of cost, as used in
this part, encompasses accounting
methods and techniques used in defin-
ing the components of cost, deter-
mining the basis for cost measurement,
and establishing criteria for use of al-
ternative cost measurement tech-
niques. The determination of the
amount paid or a change in the amount
paid for a unit of goods and services is
not a cost accounting practice. Exam-
ples of cost accounting practices which
involve measurement of costs are—

(1) The use of either historical cost,
market value, or present value;

(2) The use of standard cost or actual
cost; or

(3) The designation of those items of
cost which must be included or ex-
cluded from tangible capital assets or
pension cost.

(b) Assignment of cost to cost account-
ing periods, as used in this part, refers
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to a method or technique used in deter-
mining the amount of cost to be as-
signed to individual cost accounting
periods. Examples of cost accounting
practices which involve the assignment
of cost to cost accounting periods are
requirements for the use of specified
accrual basis accounting or cash basis
accounting for a cost element.

(c) Allocation of cost to cost objectives,
as used in this part, includes both di-
rect and indirect allocation of cost. Ex-
amples of cost accounting practices in-
volving allocation of cost to cost objec-
tives are the accounting methods or
techniques used to accumulate cost, to
determine whether a cost is to be di-
rectly or indirectly allocated to deter-
mine the composition of cost pools, and
to determine the selection and com-
position of the appropriate allocation
base.

9903.302–2 Change to a cost account-
ing practice.

Change to a cost accounting practice,
as used in this part, means any alter-

ation in a cost accounting practice, as
defined in 9903.302–1, whether or not
such practices are covered by a Disclo-
sure Statement, except for the fol-
lowing:

(a) The initial adoption of a cost ac-
counting practice for the first time a
cost is incurred, or a function is cre-
ated, is not a change in cost account-
ing practice. The partial or total elimi-
nation of a cost or the cost of a func-
tion is not a change in cost accounting
practice. As used here, function is an
activity or group of activities that is
identifiable in scope and has a purpose
or end to be accomplished.

(b) The revision of a cost accounting
practice for a cost which previously
had been immaterial is not a change in
cost accounting practice.

9903.302–3 Illustrations of changes
which meet the definition of
‘‘change to a cost accounting prac-
tice.’’

(a) The method or technique used for
measuring costs has been changed.

Description Accounting treatment

(1) Contractor changes its actuarial cost method for computing
pension costs..

(1)(i) Before change: The contractor computed pension costs
using the aggregate cost method.

(ii) After change: The contractor computes pension cost using
the unit credit method.

(2) Contractor uses standard costs to account for its direct
labor. Labor cost at standard was computed by multiplying
labor-time standard by actual labor rates. The contractor
changes the computation by multiplying labor-time standard
by labor-rate standard.

(2)(i) Before change: Contractor’s direct labor cost was meas-
ured with only one component set at standard.

(ii) After change: Contractor’s direct labor cost is measured
with both the time and rate components set at standard.

(b) The method or technique used for assignment of cost to cost accounting pe-
riods has been changed.

Description Accounting treatment

(1) Contractor changes his established criteria for capitalizing
certain classes of tangible capital assets whose acquisition
costs totaled $1 million per cost accounting period.

(1)(i) Before change: Items having acquisition costs of between
$200 and $400 per unit were capitalized and depreciated
over a number of cost accounting periods.

(ii) After change: The contractor charges the value of assets
costing between $200 and $400 per unit to an indirect ex-
pense pool which is allocated to the cost objectives of the
cost accounting period in which the cost was incurred.

(2) Contractor changes his methods for computing depreciation
for a class of assets.

(2)(i) Before change: The contractor assigned depreciation
costs to cost accounting periods using an accelerated meth-
od.

(ii) After change: The contractor assigns depreciation costs to
cost accounting periods using the straight line method.

(3) Contractor changes his general method of determining
asset lives for classes of assets acquired prior to the effec-
tive date of CAS 409.

(3)(i) Before change: The contractor identified the cost ac-
counting periods to which the cost of tangible capital assets
would be assigned using guideline class lives provided in
IRS Rev. Pro. 72–10.

(ii) After change: The contractor changes the method by which
he identifies the cost accounting periods to which the costs
of tangible capital assets will be assigned. He now uses the
expected actual lives based on past usage.

(c) The method or technique used for allocating costs has been changed.
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Description Accounting treatment

(1) Contractor changes his method of allocating G&A expenses
under the requirements of Cost Accounting Standard 410.

(1)(i) Before change: The contractor operating under Cost Ac-
counting Standard 410 has been allocating his general and
administrative expense pool to final cost objectives on a total
cost input base in compliance with the Standard. The con-
tractor’s business changes substantially such that there are
significant new projects which have only insignificant quan-
tities of material.

(ii) After change: After the addition of the new work, an evalua-
tion of the changed circumstances reveals that the continued
use of a total cost input base would result in a significant
distortion in the allocation of the G&A expense pool in rela-
tion to the benefits received. To remain in compliance with
Standard 410, the contractor alters his G&A allocation base
from a total cost input base to a value added base.

(2) The contractor changes the accounting for hardware com-
mon to all projects.

(2)(i) Before change: The contractor allocated the cost of pur-
chased or requisitioned hardware directly to projects.

(ii) After change: The contractor charges the cost of purchased
or requisitioned hardware to an indirect expense pool which
is allocated to projects using an appropriate allocation base.

(3) The contractor merges operating segment A and B which
use different cost accounting practices in accounting for
manufacturing overhead costs.

(3)(i) Before change: In segment, A, the costs of the manufac-
turing overhead pool have been allocated to final cost objec-
tives using a direct labor hours base; in segment B, the
costs of the manufacturing overhead pool have been allo-
cated to final cost objectives using a direct labor dollars
base.

(ii) After change: As a result of the merger of operations, the
combined segment decides to allocate the cost of the manu-
facturing overhead pool to all final cost objectives, using a
direct labor dollars base. Thus, for those final cost objectives
referred to in segment A, the cost of the manufacturing over-
head pool will be allocated to the final cost objectives of seg-
ment A using a direct labor dollars base instead of a direct
labor hours base.

9903.302–4 Illustrations of changes
which do not meet the definition of
‘‘Change to a cost accounting prac-
tice.’’

Description Accounting treatment

(a) Changes in the interest rate levels in the national economy
have invalidated the prior actuarial assumption with respect
to anticipated investment earnings. The pension plan admin-
istrators adopted an increased (decreased) interest rate ac-
tuarial assumption. The company allocated the resulting pen-
sion costs to all final cost objectives.

(a) Adopting the increase (decrease) in the interest rate actu-
arial assumption is not a change in cost accounting practice.

(b) The basic benefit amount for a company’s pension plan is
increased from $8 to $10 per year of credited service. The
change increases the dollar amount of pension cost allo-
cated to all final cost objectives.

(b) The increase in the amount of the benefits is not a change
in cost accounting practice.

(c) A contractor who has never paid pensions establishes for
the first time a pension plan. Pension costs for the first year
amounted to $3.5 million.

(c) The initial adoption of an accounting practice for the first
time incurrence of a cost is not a change in cost accounting
practice.

(d) A contractor maintained a Deferred Incentive Compensation
Plan. After several years’ experience, the plan was deter-
mined not to be attaining its objective, so it was terminated,
and no future entitlements were paid.

(d) There was a termination of the Deferred Incentive Com-
pensation Plan. Elimination of a cost is not a change in cost
accounting practice.

(e) A contractor eliminates a segment that was operated for
the purpose of doing research for development of products
related to nuclear energy.

(e) The projects and expenses related to nuclear energy
projects have been terminated. No transfer of these projects
and no further work in this area is planned. This is an elimi-
nation of cost and not a change in cost accounting practice.
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Description Accounting treatment

(f) For a particular class of assets for which technological
changes have rarely affected asset lives, a contractor starts
with a 5-year average of historical lives to estimate future
lives. He then considers technological changes and likely
use. For the past several years the process resulted in an
estimated future life of 10 years for this class of assets. This
year a technological change leads to a prediction of a useful
life of 7 years for the assets acquired this year for the class
of assets.

(f) The change in estimate (not in method) is not a change in
cost accounting practice. The contractor has not changed
the method or technique used to determine the estimate.
The methodology applied has indicated a change in the esti-
mated life, and this is not a change in cost accounting prac-
tice.

(g) The marketing department of a segment has reported di-
rectly to the general manager of the segment. The costs of
the marketing department have been combined as part of
the segment’s G&A expense pool. The company reorganizes
and requires the marketing department to report directly to a
vice president at corporate headquarters.

(g) After the organization change in the company’s reporting
structure, the parties agree that the appropriate recognition
of the beneficial or causal relationship between the costs of
the marketing department and the segment is to continue to
combine these costs as part of the segment’s G&A expense
pool. Thus, the organizational change has not resulted in a
change in cost accounting practice.

9903.303 Effect of filing Disclosure
Statement.

(a) A disclosure of a cost accounting
practice by a contractor does not de-
termine the allowability of particular
items of cost. Irrespective of the prac-
tices disclosed by a contractor, the
question of whether or not, or the ex-
tent to which, a specific element of
cost is allowed under a contract re-
mains for consideration in each spe-
cific instance. Contractors are cau-
tioned that the determination of the
allowability of cost items will remain a
responsibility of the contracting offi-
cers pursuant to the provisions of the
applicable procurement regulations.

(b) The individual Disclosure State-
ment may be used in audits of con-
tracts or in negotiation of prices lead-
ing to contracts. The authority of the
audit agencies and the contracting offi-
cers is in no way abrogated by the ma-
terial presented by the contractor in
his Disclosure Statement. Contractors
are cautioned that their disclosures
must be complete and accurate; the
practices disclosed may have a signifi-
cant impact on ways in which contrac-
tors will be required to comply with
Cost Accounting Standards.

9903.304 Concurrent full and modified
coverage.

Contracts subject to full coverage
may be performed during a period in
which a previously awarded contract
subject to modified coverage is being
performed. Compliance with full cov-
erage may compel the use of cost ac-
counting practices that are not re-
quired under modified coverage. Under

these circumstances the cost account-
ing practices applicable to contracts
subject to modified coverage need not
be changed. Any resulting differences
in practices between contracts subject
to full coverage and those subject to
modified coverage shall not constitute
a violation of 9904.401 and 9904.402. This
principle also applies to contracts sub-
ject to modified coverage being per-
formed during a period in which a pre-
viously awarded contract subject to
full coverage is being performed.

9903.305 Materiality.

In determining whether amounts of
cost are material or immaterial, the
following criteria shall be considered
where appropriate; no one criterion is
necessarily determinative:

(a) The absolute dollar amount in-
volved. The larger the dollar amount,
the more likely that it will be mate-
rial.

(b) The amount of contract cost com-
pared with the amount under consider-
ation. The larger the proportion of the
amount under consideration to con-
tract cost, the more likely it is to be
material.

(c) The relationship between a cost
item and a cost objective. Direct cost
items, especially if the amounts are
themselves part of a base for allocation
of indirect costs, will normally have
more impact than the same amount of
indirect costs.

(d) The impact on Government fund-
ing. Changes in accounting treatment
will have more impact if they influence
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the distribution of costs between Gov-
ernment and non-Government cost ob-
jectives than if all cost objectives have
Government financial support.

(e) The cumulative impact of individ-
ually immaterial items. It is appro-
priate to consider whether such im-
pacts:

(1) Tend to offset one another, or
(2) Tend to be in the same direction

and hence to accumulate into a mate-
rial amount.

(f) The cost of administrative proc-
essing of the price adjustment modi-
fication shall be considered. If the cost
to process exceeds the amount to be re-
covered, it is less likely the amount
will be material.

9903.306 Interpretations.
In determining amounts of increased

costs in the clauses at 9903.201–4(a),
Cost Accounting Standards, 9903.201–
4(c), Disclosure and Consistency of Cost
Accounting Practices, and 9903.201–4(d),
Consistency in Cost Accounting, the
following considerations apply:

(a) Increased costs shall be deemed to
have resulted whenever the cost paid
by the Government results from a
change in a contractor’s cost account-
ing practices or from failure to comply
with applicable Cost Accounting
Standards, and such cost is higher than
it would have been had the practices
not been changed or applicable Cost
Accounting Standards complied with.

(b) If the contractor under any fixed-
price contract, including a firm fixed-
price contract, fails during contract
performance to follow its cost account-
ing practices or to comply with appli-
cable Cost Accounting Standards, in-
creased costs are measured by the dif-
ference between the contract price
agreed to and the contract price that
would have been agreed to had the con-
tractor proposed in accordance with
the cost accounting practices used dur-
ing contract performance. The deter-
mination of the contract price that
would have been agreed to will be left
to the contracting parties and will de-
pend on the circumstances of each
case.

(c) The statutory requirement under-
lying this interpretation is that the
United States not pay increased costs,
including a profit enlarged beyond that

in the contemplation of the parties to
the contract when the contract costs,
price, or profit is negotiated, by reason
of a contractor’s failure to use applica-
ble Cost Accounting Standards, or to
follow consistently its cost accounting
practices. In making price adjustments
under the Cost Accounting Standards
clause at 9903.201–4(a) in fixed price or
cost reimbursement incentive con-
tracts, or contracts providing for pro-
spective or retroactive price redeter-
mination, the Federal agency shall
apply this requirement appropriately
in the circumstances.

(d) The contractor and the con-
tracting officer may enter into an
agreement as contemplated by subdivi-
sion (a)(4)(ii) of the Cost Accounting
Standards clause at 9903.201–4(a), cov-
ering a change in practice proposed by
the Government or the contractor for
all of the contractor’s contracts for
which the contracting officer is respon-
sible, provided that the agreement does
not permit any increase in the cost
paid by the Government. Such agree-
ment may be made final and binding,
notwithstanding the fact that experi-
ence may subsequently establish that
the actual impact of the change dif-
fered from that agreed to.

(e) An adjustment to the contract
price or of cost allowances pursuant to
the Cost Accounting Standards clause
at 9903.201–4(a) may not be required
when a change in cost accounting prac-
tices or a failure to follow Standards or
cost accounting practices is estimated
to result in increased costs being paid
under a particular contract by the
United States. This circumstance may
arise when a contractor is performing
two or more covered contracts, and the
change or failure affects all such con-
tracts. The change or failure may in-
crease the cost paid under one or more
of the contracts, while decreasing the
cost paid under one or more of the con-
tracts. In such case, the Government
will not require price adjustment for
any increased costs paid by the United
States, so long as the cost decreases
under one or more contracts are at
least equal to the increased cost under
the other affected contracts, provided
that the contractor and the affected
contracting officers agree on the meth-
od by which the price adjustments are
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to be made for all affected contracts. In
this situation, the contracting agencies
would, of course, require an adjustment
of the contract price or cost allow-
ances, as appropriate, to the extent
that the increases under certain con-
tracts were not offset by the decreases
under the remaining contracts.

(f) Whether cost impact is recognized
by modifying a single contract, several
but not all contracts, or all contracts,
or any other suitable technique, is a
contract administration matter. The
Cost Accounting Standards rules do
not in any way restrict the capacity of
the parties to select the method by
which the cost impact attributable to a
change in cost accounting practice is
recognized.

9903.307 Cost Accounting Standards
Preambles.

Preambles to the Cost Accounting
Standards published by the original
Cost Accounting Standards Board, as
well as those preambles published by
the signatories to the Federal Acquisi-
tion Regulation respecting changes
made under their regulatory authori-
ties, are available by writing to the:
Publications Office, Office of Adminis-
tration, Executive Office of the Presi-
dent, 725 17th Street NW., room 2200,
Washington, DC 20500, or by calling
(202) 395–7332.

PART 9904—COST ACCOUNTING
STANDARDS

Sec.
9904.400 [Reserved]
9904.401 Cost accounting standard—consist-

ency in estimating, accumulating and re-
porting costs.

9904.401–10 [Reserved]
9904.401–20 Purpose.
9904.401–30 Definitions.
9904.401–40 Fundamental requirement.
9904.401–50 Techniques for application.
9904.401–60 Illustrations.
9904.401–61 Interpretation.
9904.401–62 Exemption.
9904.401–63 Effective date.
9904.402 Cost accounting standard—consist-

ency in allocating costs incurred for the
same purpose.

9904.402–10 [Reserved]
9904.402–20 Purpose.
9904.402–30 Definitions.
9904.402–40 Fundamental requirement.
9904.402–50 Techniques for application.

9904.402–60 Illustrations.
9904.402–61 Interpretation.
9904.402–62 Exemption.
9904.402–63 Effective date.
9904.403 Allocation of home office expenses

to segments.
9904.403–10 [Reserved]
9904.403–20 Purpose.
9904.403–30 Definitions.
9904.403–40 Fundamental requirement.
9904.403–50 Techniques for application.
9904.403–60 Illustrations.
9904.403–61 Interpretation.
9904.403–62 Exemption. [Reserved]
9904.403–63 Effective date.
9904.404 Capitalization of tangible assets.
9904.404–10 [Reserved]
9904.404–20 Purpose.
9904.404–30 Definitions.
9904.404–40 Fundamental requirement.
9904.404–50 Techniques for application.
9904.404–60 Illustrations.
9904.404–61 Interpretation. [Reserved]
9904.404–62 Exemption.
9904.404–63 Effective date.
9904.405 Accounting for unallowable costs.
9904.405–10 [Reserved]
9904.405–20 Purpose.
9904.405–30 Definitions.
9904.405–40 Fundamental requirement.
9904.405–50 Techniques for application.
9904.405–60 Illustrations.
9904.405–61 Interpretation. [Reserved]
9904.405–62 Exemption.
9904.405–63 Effective date.
9904.406 Cost accounting standard—cost ac-

counting period.
9904.406–10 [Reserved]
9904.406–20 Purpose.
9904.406–30 Definitions.
9904.406–40 Fundamental requirement.
9904.406–50 Techniques for application.
9904.406–60 Illustrations.
9904.406–61 Interpretation.
9904.406–62 Exemption.
9904.406–63 Effective date.
9904.407 Use of standard costs for direct ma-

terial and direct labor.
9904.407–10 [Reserved]
9904.407–20 Purpose.
9904.407–30 Definitions.
9904.407–40 Fundamental requirement.
9904.407–50 Techniques for application.
9904.407–60 Illustrations.
9904.407–61 Interpretation. [Reserved]
9904.407–62 Exemption.
9904.407–63 Effective date.
9904.408 Accounting for costs of com-

pensated personal absence.
9904.408–10 [Reserved]
9904.408–20 Purpose.
9904.408–30 Definitions.
9904.408–40 Fundamental requirement.
9904.408–50 Techniques for application.
9904.408–60 Illustrations.
9904.408–61 Interpretation. [Reserved]
9904.408–62 Exemption.
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